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SUBJECT: KYUNG IN POWER PROJECT - POSSIBLE EXPROPRIATORY ACTION 
REP: STATE A-5245 

1. EMBOPF AND VISITING OPIC OFFICIAL CHARLES F. LIPMAN 
MET WITH REPRESENTATIVE OF KYUNG IN ENERGY CO., LTD. (KI) 

ON AUGUST 22 TO DISCUSS ROKG OIL PRICE POLICY. 

2. KI REP CONFIRMED THAT KI WAS TAKING SECOND ACTION 
ALTERNATIVE LISTED IN PAGE 3 OF REFAIR ATTACHMENT AND 
APPROCHING ROKG ON PRICE PROBLEM. 

3. KI RELIEVED MCI APPROVAL ON FUEL OIL RATES AS PART OF 
RECENT APPROVAL ON SPOT PETROL SALE TO SUPPLY INCHON NO. 

2 POWER PLANT. KI HAS NOT YET APPROACHED MCI ON POWER 
CONTRACT. ALL THREE JOINT VENTURE OIL FIRMS (KI, KOREA 
FUEL OIL AND HONAM OIL REFINERY) PLAN SUBMIT PRICE INCREASE 
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4. KI DID NOT WANT OPIC OBTAIN INDEPENDENT LEGAL 
OPINION ON FUEL CONTRACT. 

5. KI IS ONLY PRIVATE KOREAN COMPANY IN POWER GENERATION. 
POWER GENERATION BUSINESS MAKES PROFIT FOR KI AND THIS YEAR 
HAS BALANCED LOSSES FROM SALE OF KI REFINERY PRODUCTS. 
OTHER US JOINT VENTURE OIL FIRMS ARE DEPENDENT SOLELY 

ON SALE OF REFINERY PROUDCTS AND REPORTEDLY ARE RUNNING 
IN THE RED SO FAR THIS YEAR. 

6. GULF OIL IS REPORTED TO BE DIVESTING ITSELF OF ITS 
EQUITY IN A NAPTHA CRACKING PLANT AT ULSAN. THE ULSAN 
NAPTHA PLANT REPROTEDLY ACCOUNTS FOR $50 MILLION OF GULF'S 
KOREA INVESTMENT. 

7. KI SITUATION SEEMS TO BE RESOLVED AND BOTH EMBASSY AND 
VISITING OPIC OFFICIAL LIPMAN FEEL NO US GOVERNMENT 
ACTION IS REQUIRED AT THIS TIME. 

ERICSON 
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